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I have the honor to réfer to my telegram No. 94
of December 9t and to report that agreement having
been reached between the Canadian and Newfoundland

, representatives after about two months® negotlatlon
o in Ottawa, terms for Newfoundland's entry into union
B with Canada as ‘its tenth province were signed in the
"Senate chambers of the Canadian Parliament on the .
morning of December 11, Prime Minister St. Iaurent
and Defence Minister Claxton in his capacity of Acting
. Foreign Minister, signed for Canada while the Honorable
Albvert J. Walsh, X.C., Newfoundland Commissioner for
. Justice and Defence, leader of the Newfoundland delega- . »
tion, and theeother Newfoundland delegates, excepting . =
Mr, Chesley" Crosble, signed for Newfoundland. Mr,
Crosbie, as the Department is aware, was leader and
founder of the Economic Union Party. - He bitterly
opposed confederation with Canada and advocated the®
~country’s return to self-government and cleser economic
ties with the United States., Mr. Crosbie refused to
sign on the grounds that he considered the financial

arrangements of the agreement inadequate to the coun-
try“s needs,

v
Loy

AThe agreement consists of fifty clauses préceded
‘by a preamble setting forth the basis for the Canadian
- proposals made to Newfoundland in 1947. With its
- signing accomplished it now only remains for approval-
to be given by thé Canadian Parliament and the New-
- foundland Commission of Government and to be confirmed
. by the Government of the United Kingdom.- This -achieved
SO it will come into force immediately before the expira-
7 7. " tion of the 3lst day. of March, 1949, the end of the
- eurrent flseal year in- both countrleso '
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The reviged terms are substantially those pre-
sented to Newfoundland last autumn by-the then
. Canadian Prime WMinister, Mr. Meckenzie Ylng,(Consulate
* . .General's despatch No, 499 of December 11, 1947),with
.-+ . certain modifications, elaborations and con06381ons
to Newfoundland requltlng from the two uOﬂthS' nbﬂotla—
‘tlon in Ottawao _ : .
_ The openlng clauses deolare that from the corm“g
into force of theé agreement Newfouidlanq, as comprised
today, shall form part of Canada to be. known as the
FProvince of Newfoundlend, having a representation of
~six members in the Canadlan Senate nd seven in the
-House -of Commons..  The British Ioruh American- Acts,
1867 to 1946, shall apply to Newfoundland as they do
to the other Canadian provinces except insofar as .
varied by the terms,  The Constitution of Yewfoundland
as it existed prior to 1934 when government by Commis-
~sion wes established, governing both the Executive and
the Leg*eLature is to be revived on union.  This is
in order to provide for 1nter1m auﬂlnzbtration and the
first provincial election until a  Provineial Legisla-
ture can be convened, which muqt meet not later than
four months after the date of vnion. A Lieutenant-
Governor for the province will be approinted by the
- Governor General of Canada who with an Executive
Council, will adm1r1Suer the. “rovinoe until that time,

Faving d*Sposod of the above ~iue&tlons, Education
- is taken up in Clause 17 which, it is understood, vas
. prepared by the Newfoundland deleﬁqtjuq It sets forth
~.that the Provincial Legislature -is to have exclusive
‘authority in this field but may not make laws preiudicg-
islly affecting the rights and Dr1v1leﬁes of deromlna«
tlonal schools existlng at union. v

Clause 18 is r-c:u:LcuIned WLth the &D“liO&ﬁlOF of
Federal laws and its general purpose is to provide
for gradual transition with Canadian statutes to come
into force ag they are proclalmed by the Governor
‘Generzl, It is also provided th the Newfoundland

* courts will remain unchanged althougn Ganada will be
responsible for payment of tLe Supreme. Court judges.
Further, ontil such time as a Provincisl Legislature
can meet to vote supply, the Commission of Covernment

- is authorized to vote %uch funds as may be reguired -
" by the prov1nce) :

v " Other clauses of partlcular 1nterest and 1mportanoe
taken. Jn thelr order are:

. No., 229 This is a concession to Nevfoundland and
provides that the Newfoundland Fisheries Board, which
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has done so much for.the industry, will be retained
and' maintained at Federal expense for .at least five
vears and all Acts relating to it can only be changed.
during that period with .the -consent of both the -

" Federal and Provincial Governments., It is further

. provided that the Board's Chairmen will become the
Chief. Supervisor of the Province's fisheries.

: Nos. 23-29 ‘inclusive. These deal with the
financial arrangements and are based on Mr, Mackenzie
- King's original proposals. Canada is to take over the
sterling debt znd the sinking fund established against
it. - The Newfoundland Provincial Government will retain
- Its financial surplus, that is balances standing to
‘the credit of the Newfoundland exchequer at the date
~of union and other public moneys or revenue due rrior
to but receivéd subsequent to union, subject to certain
conditions, and it will have, the right within one year
of the. date of union to deposit all or any part of it |
held in dollars with the Government of Canada at 2 5/8
percent per annum for a period of.-10 years., Canada
will also pay to the new province annual subsidies _
(Clause 26) amounting to approximstely $1,540,000 and -
- offer to enter into a tax agreement (Clause 27) for
. the rental to the Government of Canada of the income,
corporation income and -corporation tax fields, and
succession duties tex field. O©Cn the subject of Transit-
ional Grants to facilitate the adjustment of Newfound-~
land to the status of & province =and -the development of
- revenue producing services, the criginal Canadian offer
to pay Newfoundland during the first 12 years of union
a sum of $5,5009000 for each of the first three years
with payments diminishing zt the rate of $350,000 for
~each of the remaining nine, is considerably bettered
by Clause 28 which raises the total tc be received by
- $16,500,000, or to $42,750,000, with payments for the
first three years at the rate of $€,500,000, The '
following clause (Clause £9) provides for the appoint-
ment of ‘a Royal. Commission within eight years after”
- union to review Newfoundlend's financial position and
- make recommendations, if necesgsary. :

, Other concessions are contained in Clauses 46 and
47, -The Tirst permits “the. continuence of the manu- .
facture of oleomargarine, or margarine,; in Newfoundland
although it may not be shipped from the province to any
‘other province in Canada. The Second concerns income
-tax and amounts in effect to individuals being liable
for payment of only half the amount of ircome tax during
1949 that they would be liable for in the Canadian tax
, year on earned income and on investment income up to
~ $3,000. This was necessary es a result of Newfound-

land®s not being on a.pay as you go basis for income

:tax/
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tax as is Canada. It al@o glveb Newfoundlanders the g
same tréatment acgorded the Canadian’ ﬁﬁxpay@r when )
the systpm was 1ntroduced there,

No referpnce is made in the tarms to the United -
States Bases, Clause 44 dealing with Defence wgrnﬁy :
'settlné forth that Canadc will provide for the main-
tenance in the new province of asppropriate reserve
units of the Canadian defence foreces,; which will in-
olude ‘the. Nevfouﬂdland ‘Regiment. - ‘

Ac ocpanr“rg the terme is a medorandam, As setb
forth by Pripe Minister St. La Lr‘ut in bis letter of
transmittal to the leader of the Newfoundlsnd delegza-

a
tion, It deals with certain admﬁqiﬁtratfvo‘and other
matters which it 41id not appesr fitting to include in
the formal terms bf union., Amongst 1tem“‘deﬂlt with
it is of. interest to note on page i under the heading:
Civil Aviation. thau "Pending reunexvtlauwon of bi-

" lateral Alr Agreements an arrangement will be made
which will permit direct traffic between Gander and the
~United SLQ se's to‘comtinue(to move by air." '

The membrandun on page 5, Section XI also sebs.
‘forth that an effort will be made to make the amount
-+ of the surplus held in sterling by Wewfoundland avail- -
able in dollars to Ievfoundland within a year after
the date of union, This refers to all : sterling _
balances held tg Newfoundland's account in London, '
‘inclusive of sterling transferred for fish Ja'e .and
' amounts held in the fcorm of- inberest free loa ns, cther
than sinking fund ereditsa :

As Lo fl?&t public TedbLlOn to the- agrnpment Co R
this isy it is safe to say, reflected by St Tobn's ’ s
dailies. . The anti- ~Confederate Duily ﬁgmm fﬁunﬁ that
- "the terms must of course be considered against the
background of events, The agreement.....is oefinitely
. an improvement upon the Uronosalq made by Mr. Xing in
October, 1947 That, ,howuverp is not to say that the .
terms are nmdrly good enough or that they are as good '
as might have been obtained if the negotiations had heen y
S conducted for Newfoundland by a ﬁPOOnTIV elected govern~ '
" ‘ment unhampered by prior commitments. The Wews roints
., out. that the terms must stand or fall by their long
irange impdet upon the finaneial and economic well- belng
of the new province. It was here, this paper enpn881zed
that Mr, Crosbie and his collézgues differed. In hrm~
- Crosbie's opinion, according to the News, the terms pro-
-vided for short- term stabllLtv ard long- texm unrertalnty
or worse. .

-On the other hand the pro-Coniederate Evenlgg

. ., Ielegram
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" Telegranm, after touchlng on the concessions pbtalned
by the Newfoundland delegation, concludes its editorial
comment- with "In .the opinion of the ‘Telegram, the terms,
of. the agreementocco.moare testimony to the  honest
effort the ability and the high sense of responsibility.
as repres#ntat1vas of Nemfpundland which the delegation
dlsplayed in the performance of the 1nportaﬂt duty
entrusted to them. They have fully vindicated LherSelves
against the d@rundﬁory comments made in certain quarters
on their gualifications to undertake the negotiations and -
~tliis paper is convinced that the great magn;zty of
~ their countrymen will readily accord them the. tribute
which they deserve,....." The Telegram had no. comment
on Mr, Crosbie's decision not %o sign. And here it o
should be maintained in fairneses to hin that Mr. Crosbie -
made clear vhen he accepted the Governor's invitation to '
Join the dele@ation that he reserved the rlgﬂt to be no
_party to any agreement which he was not convinced Was
o the LOuﬂtIV s best 1nteresbﬁ‘

_ Coglep of the terms ard ~accompanying %unnl@mentarj
memorandum will be" forwarded txe Dcpartmedt as soonn as
they are aveilable. A : :
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